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Crucial developments affecting the diplomatic and military interests of the US are in the 
offing all across Asia from South Korea to Suez. Inside reports obtained by WORLD corre- 
spondents around the globe herald the following major events: 


Indo-China, today, is the world’s most explosive danger spot. The dramatic march of Ho Chi 
Minh’s Communist-led troops across Laos to the border of Thailand—predicted in the December 
issue of WORLD—may not mean much strategically. (Hanoi, the major French base in the 
north, always has maintained communication with Saigon in the south by sea and air, 
and so is not affected by the “cutting of Indo-China in two.”) But the drive to the Mekong, 
according to both French and Viet Minh sources, is the opening meve in a general Viet Minh 
offensive m Indo-China which will involve hundreds of thousands of soldiers on each side. 

The consequences of this could be incalculable. 

Southeast Asia is filled with rumors that US troops may be thrown into the struggle and, 
according to these stories, the 2nd Marine Division has been earmarked as the first American 
unit for possible involvement. 

Despite French Foreign Minister Bidault’s statement early this month in the National 
Assembly that France wanted increased US aid—but not active participation by American 
furces—it is known that feelers to obtain just this were put out by the French at Bermuda. 

Two of the most influential Paris newspapers, Le Monde and Figaro, which usually take op- 
posite sides on questions of policy, now are calling for armed US intervention. 

Peking has let it be known that, if Washington decides on intervention, an army of 300,000 
Chinese “volunteers” will immediately drive south across the frontier. 


Since such a conflict would dash the last hope of an East-West detente and would run counter 
to the current Communist strategy, it is believed that Ho Chi Minh’s aim is to launch:a blitz, 
conquer as much territory as he can, and then immediately make an official wae overture 
—all this before France’s allies have time to intervene. 

US officials, who are convinced that, despite Indo-Chinese nationalism,:any peace short of 
victory will lead inevitably to a Communist-controlled Indo-China, are working desperately 
to prevent a French compromise—but their prospects of success are not great. 

Even more alarmed are the ruling groups in the three “Associated States,” who know that 
any compromise with the Viet Minh means their own extinetion—since Ho does not recognize 
their existence and they have little, if any, popular support. 

The Viet Minh compromise peace offer, expected before the Berlin conference opens Janu- 
ary 25, will, from the viewpoint of Communist world strategy be another effort to split the 
West. France will be eager to accept, the US will be adamantly hostile, and Great Britain, 
taking a calculated risk, may support the French rather than the American position. 

The situation is ticklish not only for France and the US, but for Viet Minh chieftain Ho. 
He is completely dependent on Red China for arms and supplies, and yet the great mass of 
his followers—and probably the passionately nationalistic Ho himself—hate their Chinese 
“allies,” who have menaced Indo-China all through history, long before the French came. 
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Ninety per cent of the Viet Minh forces, according to former UN General Assembly Presi- 
dent Carlos Romulo of the Philippines, are nationalist rather than Communist, and only 
accepted Chinese aid and leadership when it became clear following the expulsion of the 
Japanese after the war that neither the UN nor the US would help them set up an inde- 
pendent nation free of French domination. 

The dynamic Philippine leader stated recently that, had the US failed to give his country full 
freedom after the war, he might himself now be called a Communist because he would be 
“fighting for Philippine independence.” 


In Korea, the armistice will settle down into a permanent armed truce, with no prospect of 
unification in the foreseeable future whether or not the projected political conference ever meets. 

This is the conclusion reached by the top US officials and experts on the spot and in 
Washington, including Admiral Arthur W. Radford, Chairman of the Joint Chiefs of Staff, 
UN Commander General John E. Hull, Eighth Army Commander General Maxwell D. Taylor, 
Arthur H. Dean, UN representative in the abortive talks to arrange the conference, Assistant 
Secretary of State Walter S. Robertson, Ambassador to South Korea Ellis A. Briggs and 
Representative Walter S. Judd, Republican Far East expert. 

This estimate of the situation, approved by Admiral Radford and Generals Hull and Taylor, 
is the basis for President Eisenhower’s decision to withdraw two divisions from Korea. If 
hostilities are renewed, not Korea but China itself would be the probable main theater, with 
the US employing atomic weapons. In addition, Taylor, the field commander on the spot, is 
convinced that the Chinese are slowly withdrawing a considerable portion of their forces. 

At the last minute, however, the departure of the 35,000-odd US troops, planned to take 
place as soon as possible, was postponed until after January 23. This is the date when the 
Communist POWs who refuse repatriation are scheduled to be released by the Indian troops. 

US authorities fear, not so much Communist intervention, as an attempted coup on the part 
of the South Koreans. Syngman Rhee is bitterly disappointed by Washington’s apparent ac- 
ceptance of the continued division of Korea. Persons very close to the highly emotional ROK 
President warn that he plans to order his US-equipped army north on the “great crusade” 
whenever he feels the time has come—be it in three days, three months or three years. 

Despite public amicability, there has never been any love lost between the ROK President 
and US officials, as WORLD reported in its November issue. 

For example, Rhee supporters are sedulously spreading the rumor that Secretary of State 
Dulles’ former law firm, Sullivan and Cromwell, in which Dean is a partner, represents clients 
who hope to recover properties in countries now Communist-controlled. This, they state, 
is the main reason why Washington does not support ROK ambitions to the hilt. 

Rhee himself is under the delusion that, when and if he strikes, he will have the approval 
of the majority of the American people, and this will force Washington to back him. Any 
reports from the US to the contrary he dismisses as obviously Communist-inspired. 

His affection for US officials is not increased by the fact that most Americans in the Far 
East, including Dean, grimly and reluctantly are coming to the conclusion that the time has 
come for Washington to make some kind of terms with Peking. 


* © ° * * * 


In Cairo, half across the world from Korea, Egypt’s new nationalist government plans to 
issue a declaration of “neutrality” in the East-West conflict, thus aligning itself with such 














“footloose nations”—in the phrase of Britain’s Aneurin Bevan—as India, Indonesia and Burma. 
Principal reason is Egypt’s desire to “punish” the US for refusing to press Great Britain to 
surrender unconditionally in the Suez base dispute as the price of Egyptian adherence to an 

Allied-sponsored Middle East defense pact. 

The Eisenhower administration rejected the Cairo move as out-and-out blackmail, and thus 
caused Egypt’s acting Premier, Gamal Abdul Naser, to declare angrily that US promises were 
“deceptive drugs.” 

Cairo’s new course toward neutrality is also motivated by its jealousy of Pakistan, which 
on the strength of the promised US military assistance is rapidly assuming a position of 
leadership in the Moslem world, a position Egypt considers rightfully her own. 

The Arab League, of which Egypt is the seat and titular head, has thus become a new 
battleground in one phase of the East-West struggle, the Western attempt to build a free 
world front against communism and the opposing effort by Indian Prime Minister Jawaharlal 
Nehru to form a bloc of Arab and Asian nations “actively independent” of both Moscow and 
Washington. 

New Delhi’s ambassador to Cairo, Sardar K. M. Pannikar, has been the major personal 
influence in pushing Egypt’s ailing President and Premier, Mohammed Naguib, and his am- 
bitious deputy, Naser, into the Nehru orbit 

Egypt’s increasing anti-Western tendencies are linked with the growing eclipse of Naguib. 
His severe heart condition confines him to bed most of the time and promotes the rise of the 
radical Naser, who in Naguib’s absence has a free hand in deciding policy. WORLD can reveal 
that Naguib will soon hand over the premiership to the younger man, retaining only the nominal 
office of President. 

Pannikar, who is scheduled to retire from the Indian diplomatic service shortly, wants 
to erown his career by wrecking Western efforts to organize a Middle East anti-Communist 
defense bloc. 

But Pannikar’s efforts are meeting with much less success with the other Arab League states. 

Saudi Arabia is a firm friend of the US, and Jordan, Iraq and Lebanon are too weak and too 
much aware of the menace of communism to risk losing American assistance. Potent pro- 
Western influences also are Pakistan and Turkey, the strongest powers with Moslem popula- 
tions despite the claims of Egypt’s vainglorious nationalism. 


*” + * * * . 


An all-out effort by Nehru to put his “neutralist” bloc on a formal basis is expected at 
the projected conference of the Prime Ministers of India, Ceylon, Burma, Indonesia and Pakis- 
tan, which has been invited by Ceylonese Prime Minister Sir John Kotelawala to convene in 
the near future. 


But only Burma and Indonesia are expected to go along with him, since Pakistan is actively 
hostile to the idea and Ceylon does not welcome Indian attempts at leadership. 

Nehru’s position internationally is being complicated by the growth of a potential Chinese 
menace along his northern frontier—particularly in Tibet—and by mushrooming Communist 
influence at home, particularly in southern India, where the ruling Congress Party barely re- 
tains the balance of power. 

Ominously, the Indian Communist party at its recent congress retained in office its 
secretary general, Ajoy Kumar Ghosh, just back from six months in Moscow. 

It was expected that, in accord with the recent party line of “legal” agitation, he would 
be replaced by P. C. Joshi, a passive-minded moderate who formerly held the post. 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR: 


The strategic position of the Western Allies in the Mediterranean stands a good chance of 
being bettered by the recent discovery of oil in Sicily. Shortly after oil was found the island 
government passed a law encouraging foreign mineral research. 

In all, seven companies from four nations, with a total investment to date of approximately 
$20 million have begun explorations in Sicily. Gulf Oil has spent the most so far and has gotten 
concessions for more than 250,000 acres. If the deposits live up to first tests—which were almost 
uniformly good—there will be a large new supply of oil right in the path of the present route 
from the Middle East to Gibraltar. Although there is a glut of oil in the Western world today, if 
a flare-up in the Middle East should threaten NaTo’s supply, Sicilian oil would be a godsend. 
The advantage of Sicilian oil is the island’s proximity to markets. Its discovery will strengthen 
Italy's economy by providing this material-starved nation with a domestic source of a 
commodity that has been costing her valuable foreign exchange. 


* * * * * * 


Brazil’s President, Getulio Vargas, threw a scare into private power companies operating in 
his country by saying they would face expropriation if they “got in the way of the new 
electrification plans” he has drawn up. First reaction came from Henry Borden, Canadian 
head of the Brazilian Traction Co.—a company which has heavy investments by Canadians. 
Borden said he was not alarmed by the situation in view of Brazil’s growing need for power. 
He announced that his company would not pay its usual 50 cents dividend, but instead would 
enlarge its cash resources to pay for an expansion program now in progress. 

The passing of this dividend must have appealed to Vargas, since it would have been paid 
in hard currency—now extremely short in Brazil. The fact that the money will be used to 
increase sources of power probably was also to the Brazilian President’s liking and certainly 
indicated that at least one company was not going to “get in the way of his plans.” 

Incidentally, American capital and know-how are fast modernizing the processing, whole- 
saling and retailing of foodstuffs in Brazil—and making fat profits for the businessmen in- 
volved. A young American built and opened Sao Paulo’s first supermarket with $20,000 in 
exactly four and one-half months. He serves 100,6)0 customers a month, plans another market 
this month. A young Brazilian, who studied the business in the US, opened the city’s second 
supermarket with $200,000 capital raised from wealthy Brazilians. Within a month he was 
doing $30,000 business a week; he is now planning to start a chain in Rio and Sao Paulo. 

Up to 95 per cent of merchandise sold is national, because local food processing and packag- 
ing is coming into its own. Quaker Oats is building a plant in Sao Paulo. Two US outfits 
recently started commercial fishing and fish freezing; both deliver by plane to leading cities 
all over Brazil and have installed frozen food counters in large markets for retail sales. 
Another American firm launched Brazil’s first commercial mayonnaise factory two years ago, 
is now making more than a dozen such processed foods. Two reasons for this surge in the 
foodstuff industry: it requires no imported raw materials and very little capital. 


* * * * * * 
United Fruit Company’s troubles in Central America are continuing. Costa Rica’s new 


President, José Figueres, has asked the company to devise a method of nationalizing its hold- 
ings in his country, with United Fruit allowed to handle marketing after nationalization. 
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